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On March 2, the World Bank announced a decision to postpone disbursements on two loans
to Argentina for a total of $350 million. The freeze affected disbursement of $200 million, part
of a $300 million trade reform loan; and, $150 million, part of a $500 million bank reform credit.
Both loans are part of a $1.25 billion credit package approved by the World Bank last October.
A statement by the Bank said Buenos Aires was behind on fulfilling certain conditions specified
in agreements for the two loans. On the same day, Argentina's central bank confirmed the loan
installment postponements, "due to delays in fulfilling specific conditions of certain operations." In
a communique, the Argentine Economy Ministry stated that the disbursements would go forward
as soon as the government implemented specified reforms. In contrast, the central bank said that
disbursement was expected in the following week, a "minor" postponement in that the installments
were scheduled for delivery by late February. The central bank statement said that Buenos Aires
was behind in implementing specific conditions such as the application of tariff reforms facilitating
imports without previous authorization, and reduction in the level of deposits that financial
institutions are required to maintain with the central bank. The announcement followed a visit in
February to Argentina by a World Bank mission. In their subsequent report, members of mission
allowed that developments beyond the government's control had contributed to its failure to
comply with pertinent agreements in a timely fashion. Among these developments listed by the
mission were the apparent breakdown in debt rescheduling negotiations with Argentina's foreign
commercial bank creditors; severe drought; upcoming presidential elections; the military rebellion
of December 1988; and, the attack in January by leftist extremists on the La Tablada military
base. According to a March 4 report by Notimex, the recent decisions by the World Bank and the
International Monetary Fund to postpone disbursement of loan installments reflect the seriousness
of Argentina's financial problems. Uncertainty in international financial markets prevails, in part the
result of accumulated overdue interest payments which currently total some $2.3 billion. (Basic data
from Xinhua, Diarios y Noticias, 03/02/89)
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